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E.O. 11652: XGDS-1 
TAGS: PGOV, PINT, GW 

SUBJECT: HELMUT SCHMIDT AND FRG DOMESTIC POLICIES 

BEGIN SUMMARY: THE HELMUT SCHMIDT WITH WHOM THE 
PRESIDENT AND OTHER SENIOR U.S. FIGURES WILL BE MEETING 
NEXT WEEK IN WASHINGTON, AND IN BONN IN JULY, STANDS 
OUT AMONG CONTEMPORARY EUROPEAN LEADERS AS A FORCEEUL 
MAN IN EULL CONTROL OF THE SITUATION. BUT THERE ARE 
LIMITS ON HIS ABILITY TO GOVERN AND TO COMMIT HIS 
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GOVERNMENT WHICH ARE IMPORTANT FOR FOREIGN LEADERS TO 
PERCEIVE. THIS MESSAGE IS A SNAPSHOT OF THE INTERNAL 
POLITICAL TERRAIN IN WHICH SCHMIDT FUNCTIONS AS HEAD 
OF GOVERNMENT AND AS INTERNATIONAL STATESMAN. END 
SUMMARY. 

1. FEW CONTEMPORARY EUROPEAN LEADERS ARE AS SHREWD, 
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TOUGH, WELL-PREPARED, AND SELE-POSSESSED AS SCHMIDT AT AN 
INTERNATIONAL MEETING. THERE ARE ALSO FEW AMONG THE 
DEVELOPED DEMOCRACIES WHICH WOULD NOT WISH TO HAVE SOME 
OE GERMANY'S ECONOMIC AND POLITICAL STABILITY RUB OPE 
ON THEM. MANY WOULD GLADLY ACCEPT GERMANY'S ECONOMIC 
PROBLEMS AS THEIR OWN, AND FOR MANY THE CURRENT IMAGE 
OE THE "UGLY GERMAN " VACATIONING OR INVESTING ALL AROUND 
EUROPE IS IN GOOD PART A SIGN OP ENVY. 

2. THE PARADOX IS THAT IT LOOKS DIPFERENT, AND PAR LESS 
SANGUINE, TO MANY IN THE FRG, AND OFTEN TO SCHMIDT 
HIMSELP AND OTHERS CLOSE TO THE SEAT OP POWER IN BONN. 
THERE ARE SIGNIFICANT SCHISMS WITHIN SCHMIDT'S OWN 
SOCIAL DEMOCRATIC PARTY WHICH LIMIT HIS LEEWAY POR 
LEADERSHIP ON KEY ISSUES AND WHICH PLACE HIM UNDER 
PHILOSOPHICAL AND IDEOLOGICAL SURVEILLANCE FROM HIS 
OWN RANKS. THERE IS TENSION WITH SCHMIDT'S COALITION 
PARTNERS, THE PREE DEMOCRATS, BASED ON DIFPERENCES WITH 
THE SPD ON ISSUES (LIKE THE NEUTRON BOMB) AND ON 
CONCERN WHETHER THE SOCIAL DEMOCRATS ARE UNITED ENOUGH 
TO KEEP THEIR HOUSE IN ORDER AND ENABLE SCHMIDT TO 
GOVERN. AND THERE ARE KEY ELECTIONS COMING UP IN JUNE 
AND OCTOBER WHICH MAKE GENSCHER'S LIBERAL PDP NERVOUS 
ABOUT ITS PUTURE AS THE FRG'S "SWING PARTY," AND WHICH 
PEED SPECULATION THAT THE PDP MAY WISH TO SWITCH 
COALITION PARTNERS IN 1980, OR EVEN BEPORE. 
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3. THE OPPOSITION UNION OF CHRISTIAN DEMOCRATS AND 
CHRISTIAN SOCIALISTS GOT ALMOST 49 PERCENT OP THE 
VOTES IN THE 1976 ELECTIONS AND WANT TO WIN IN 1980. 

THEY ARE HIGHLY VISIBLE AND INCREASINGLY AGGRESSIVE. 

THEIR INTERNAL FEUDING-OPTEN VICIOUS, AS AT THIS 
POINT-IS NOT TODAY AS REASSURING TO SCHMIDT AND HIS 
GOVERNMENT AS IT ONCE WAS. THE FEUDING IS ABOUT TACTICS 
TO DEPEAT SCHMIDT. IT FOCUSES ON ONE SIDE ON THOSE LIKE 
HELMUT KOHL, WHO WANT TO WOO GENSCHER AND THE LIBERALS 
TO LEAVE SCHMIDT AND PORM A COALITION WITH THE CDU/CSU. 
ON THE OTHER SIDE IS FRANZ JOSEF STRAUSS, WHO THREATENS 
TO RUN THE CSU AS A POURTH PARTY IN PUTURE EUROPEAN 

AND NATIONAL ELECTIONS AND THUS EITHER BADLY DAMAGE THE 
LIBERALS OR SCARE THEM INTO AN ALLIANCE WITH THE 
OPPOSITION. WHILE THERE IS NO PANIC IN THE COALITION 
TODAY, NO RESPONSIBLE COALITION POLITICIAN IS TAKING 
THESE THREATS LIGHTLY. 

4. THERE ARE ALSO A HOST OF DOMESTIC ISSUES ON WHICH 
THE COALITION IS IN TROUBLE, OR CLOSE TO IT. THESE 
INCLUDE UNEMPLOYMENT, PUBLIC SECTOR PINANCES AND 
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PENSIONS, AND ECONOMIC GROWTH. INFLATION, WHILE LOW 
TODAY, REMAINS A CHARGED ISSUE IN THE FRG. IRONICALLY, 
WHAT IS AT WORK HERE POLITICALLY IS NOT HOW BAD THE 
SITUATION REALLY IS WITH THESE ISSUES, FOR MOST OF THEM 
ARE MILD PROBLEMS BY COMPARISON WITH EUROPEAN NATIONS. 
RATHER, IT IS THE SEVERE, PEREECTIONISTIC GERMAN 
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STANDARDS WHICH OFTEN MAKE MILD PROBLEMS SEEM ACUTE. 
THERE IS ALSO TERRORISM, AN ISSUE ON WHICH SCHMIDT 
HIMSELF HAS A STRONG OBIECTIVE RECORD (MOGADISCIO), 
WHILE HIS PARTY HAS SHOWN ITSELE UNABLE TO UNITE BEHIND 
ANTI-TERRORIST LEGISLATION. A TERRORIST ACT COULD TILT 
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THE UPCOMING LOCAL ELECTIONS TO THE COALITION'S 
DISADVANTAGE. 
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5. WHAT EMERGES FROM THIS BACKGROUND-A WEAK FIGURE, 

A GOVERNMENT ON ITS LAST LEGS? HARDLY. SCHMIDT IS A 
CHANCELLOR WHO, UNDER SEVERE POLITICAL PRESSURE, SHUFFLED 
MORE THAN A THIRD OF HIS CABINET THREE MONTHS AGO. THE 
SHUFFLE WAS MASTERFUL: TODAY, IT IS NEARLY FORGOTTEN. 

A TOUGH, IDEOLOGICAL PRAGMATIST, SCHMIDT IS ALSO HIGHLY 
POPULAR AS CHANCELLOR AND, OTHER THINGS BEING EQUAL, 

MAY WELL BE CHANCELLOR AGAIN AFTER THE 1980 BUNDESTAG 
ELECTIONS, NOT TO SPEAK OF RIDING OUT THE INTERIM. 

WHILE IT IS THIS PRAGMATISM WHICH MAKES FOR SNIPING AT 
SCHMIDT FROM HIS PARTY'S LEFT WING, IT IS A QUALITY 
WHICH, ALONG WITH THE IMAGE OF A MAN IN CHARGE, APPEALS 
TO GERMANS WELL BEYOND THE REACHES OF THE SPD. SCHMIDT 
THUS HAS THE ABILITY TO PULL HIS PARTY UP IN ELECTIONS, 

AND THUS MAKE HIS PARTY NEED HIM. SEEN EXTERNALLY, 

SCHMIDT IS AS SUCCESSFUL AND COMMANDING A FIGURE AS 
ONE CAN FIND IN EUROPE. AT THE SAME TIME, HE LEADS A 
GOVERNMENT WHICH FACES ITS SHARE OF FISSURES AND PROBLEMS 
AND WHICH REPRESENTS A MATURE CHANCELLORSHIP COMBINING 
STABILITY WITH FRAYING AT THE EDGES. 

6. WHAT THIS MEANS FOR THE U.S. IS THAT THE FRG REMAINS 

A EUROPEAN COUNTRY SINGULARLY PREPARED TO COOPERATE WITH 
US IN OUR GLOBAL POLICIES. AT THE SAME TIME, IT IS A 
GOVERNMENT THAT MUST CONTINUE TO EXPEND A GOOD PART OF 
ITS ENERGY ON INTERNAL PROBLEMS. IT WILL THUS BE CAUTIOUS ON 
QUESTIONS WHICH CAN BE CONTROVERSIAL DOMESTICALLY. THE 
NEUTRON WEAPON, AND THE POLITICS OF INFLATION IN THE 
CONTEXT OF INTERNATIONAL MACROECONOMIC DISCUSSIONS, RE 
TWO CASES IN POINT, AND THE NEED TO BUILD A FAVORABLE 
DOMESTIC CASE FOR AWACS MAY BE A THIRD. IN ALL, WE 
CONTINUE TO HAVE A FIRM PARTNER IN THE FRG AND A STRONG 
LEADER IN SCHMIDT, BUT A GOVERNMENT WHICH MAY OFTEN BE 
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UNWILLING OR UNABLE TO STEP OUT AHEAD ON DIFFICULT 
ISSUES. 

STOESSEL 
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